No TK 


ih 


ey, 


1 ee. - A 


A bk 


(oy 


aS Bt 
£2 


2S 


eet 
Sart} 


—y 


PHILLIPS PETROLEU 


1971 ANNUAL REPOR’ 


MCOMPANY _ 


SPIO Gy x 


I NIM 


SS a er ea eels oe emer cage 


wwe’. 


AV ae sa 


a7 Se 


f= 


HIGHLIGHTS = ee 
FINANCIAL 1971 1970* 


Total revenues.......0.5.2 2s $2,412,300,000 $2,311,300,900 
Income before extraordinary items...... $ 132,300,000 $ 119,900,000 
Per average share outstanding...... $ 1.78 $ 1.62 
Net neOMe. |. 625 Doe fae $ 132,300,000 $ 111,200,000 
Per average share outstanding...... $ 1.78 $ 1.50 
Average shares outstanding............ 74,445,000 74,050,000 
Diviends Raid. 6. es ee $ 96,800,000 $ 96,300,000 
Pershiare.............. ee $ 1.30 $ 1,30 
Capital expenditures................... $ 225,000,000 $ 239,400,000 
Total assets at year-end................ $3,166, 700,000 $3,071,500,000 
OPERATING** 
Crude oil and natural gas liquids pro- 
duced—net barrels daily............. 356,000 374,000 
Crude oil refined—barrels daily......... 447,000 457,000 
Petroleum products sold—barrels daily... 724,000 747,000 
Natural gas produced—net thousands of ee 
cubic feet daily...........5. 5, 1,844,000 1,858,000 


*Restated to reflect the adoption on January 1, 1971, retroactively, of equity accounting for invest- 
ments in companies owned 20% to 50%, inclusive, and in joint-venture type companies. 
**Includes operating results, in proportion to the Company’s stock interests, of companies for which 
equity accounting is practiced. Daily average figures for 1970 include 26,000 net barrels of crude oil 
and natural gas liquids produced, 17,000 barrels of crude oil refined, and 15,000 barrels of petroleum ~ 
products sold from interests in Libya and the Middle East which were disposed of in 1970. 
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“Phillips,’’ “the Company,” ‘‘we,’’ and ‘‘our’’ are used interchangeably in this 
report to refer to the business of Phillips Petroleum Company and its consolidated 
subsidiaries. Where reference is made to a particular company, it is wholly owned 
unless otherwise stated. The Company’s consolidation policy is to include in financial 
statements the accounts of companies in which more than 50% interest is held. Where 
so indicated, operating data in this report also include the activities, in proportion to 
the Company’s stock interests, of companies for which equity accounting is practiced. 

In addition to the Phillips 66 shield, Phillips 66, Trop-Artic, Philblack, Cis-4, 
Solprene, Philprene, Marlex, Ryton, K-Resin, Quintess, Marvess, Stryton, Loktuft, and 
Sealking are registered trademarks for the Company’s products named in this report. 


ABOUT THE COVER 


In Nigeria, crude oil production is being increased by development of previously 
discovered oil fields, and two oil discoveries were made there in 1971. 


TO THE STOCKHOLDERS 


Your Company’s earnings for 1971 
were $132,300,000, which is 10% 
higher than the $119,900,000 earned 
in 1970 before extraordinary items. 
Per share earnings on this basis were 
$1.78 in 1971 and $1.62 in 1970. 

Total revenues in 1971 increased 
4% over those of 1970 to 
$2,412,300,000. 

New oil production in Nigeria, Iran, 
and the North Sea and increases in 
natural gas liquids output and natural 
gas revenue contributed to the 
earnings improvement. Domestic 
crude oil production declined. 


Petroleum products sales volume was 


virtually unchanged. 

Earnings were adversely affected 
by substantial rises in costs for raw 
materials and labor. Our prices for 
petroleum products increased, but not 
sufficiently to cover these higher 
costs. Sales volumes of nearly all of 
our principal chemical products 
increased, but prices for most of 
these products were depressed by 
economic conditions. 

' Our most significant 1971 advance 
was development of previously 
discovered crude oil resources. Oil 
production began from the 37% 
interest Ekofisk Field in the North 
Sea, and construction was started on 
new facilities in the field to enable 
development of substantial additional 
production beginning in 1973. Crude 
oi! production in Nigeria rose and 
should further increase in 1973 upon 
completion of a pipeline and further 
development. Development of a 
second field in Iranian waters 
increased oil production there. A 
significant oil discovery was made in 
Oklahoma, a 1970 gas-condensate 
discovery in Alabama was confirmed, 
and major gas development was 
carried on in West Texas. 


A restructuring of top executive 
management responsibilities was 
made by your Board in October 1971 
which placed much greater reliance 
on long-range planning and 
budgeting, put prime emphasis on 
increasing oil and gas reserves and 
broadening our involvement in other 
forms of energy, utilizes the 
experience and abilities of our senior 
executives, and gives greater 
responsibilities to younger 
management men with excellent 
background and talent. This 
restructuring insures the continuity of 
an able, well-balanced executive team 
to plan and direct the Company’s 
activities. The resulting changes in 
positions are described on page 10. 

The nation is moving closer to a 
shortage of dependable petroleum 
energy sources. Demands for oil and 
gas are rising, while domestic 
exploration and the ratios of proved 
reserves to demands continue to 
decline. More and more reliance is 
being placed on imported supplies. 
Primary causes of the energy gap are 
the lack of a unified national energy 
policy and the vesting of 
administrative authority over various 
energy sources in several government 
agencies with overlapping 
responsibilities. This has resulted in 
laws and governmental actions which 
have discouraged investment of 
capital in energy-mineral exploration 
in the United States. Our national 
government must give foremost 
priority to establishing a unified 
energy policy that will enable 
fulfillment of growing petroleum 
needs without overdependence on 
insecure foreign sources. 

The natural gas shortage is a result 
of federally regulated prices which 
are so low they have not attracted 
capital for exploration. Plans are 
under way to import liquefied natural 
gas and to manufacture synthetic gas 
from imported oil and naphtha at 
costs several times the regulated 
prices of natural gas produced in this 
country. If natural gas prices were 
permitted to seek competitive levels, 


exploration would be stimulated so as 
to minimize the need for such higher 
priced substitutes. Establishment of 
competitive pricing for natural gas so 
that all fuels are priced in relation to 
their useable energy content must be 
a cornerstone of national energy 
policy. The national security aspect of 
natural gas and its environmental 
advantages must also be taken into 
account. 

Government, industry, labor, and 
other segments of our society must 
work together in solving other social 
and economic problems. Revisions or 
exemptions should be made to 
antitrust laws to enable companies to 
accelerate the solution of pressing 
environmental problems through 
more effective collaboration in 
research and other actions. Revisions 
of antitrust laws also are needed, 
along with cooperation between 
government, business, and labor, to 
strengthen the ability of American 
industry to compete in international 
trade with government-supported 
companies of other countries. Such 
affirmative actions are essential to 
improvement of our nation’s balance 
of trade, which has been 
deteriorating. 

We sincerely appreciate the 
support of customers, stockholders, 
employees, jobbers, and dealers 
which was extended during 1971. We 
will strive to merit their loyalty and 
confidence in 1972. 


For the Board of Directors, 


Nhe 


Chairman and 
Chief Executive Officer 


Bel flarhea/ 


Deputy Chairman and 
Deputy Chief Executive Officer 


Mr din 


President 


March 21, 1972 
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financial review 


The adoption in 1971 of equity 
accounting and restatement of 1970 
earnings to reflect it added 
$8,500,000 to 1971 earnings and — 
$2,800,000 to 1970 earnings before 
extraordinary items. Under this new 
policy, which was recommended by 
the Accounting Principles Board, 
earnings or losses, in proportion to 
the Company’s stock interests, of: 
companies owned 20% to 50% 
inclusive and of all joint-venture type 
companies are taken currently into 
consolidated net income. 
Extraordinary items in 1970, after 
adjusting for equity accounting, 
consisted of an $8,700,000 charge 
against earnings for estimated 
losses on foreign assets. There were 
no extraordinary items in 1971. 

Total 1971 revenues of 
$2,412,300,000 consisted of gross 
operating revenues, $2,363,200,000, 
and other revenues, $49,100,000. 
Sources of gross operating revenues 
were as follows, stated in millions 
of dollars: 


In March 1971, the Company sold 
$200,000,000 of 75% % Debentures 
Due 2001 by an underwritten public 
offering. Annual sinking fund 
payments of $8,000,000, "3 
commencing in 1981, will retire 80% 
of the issue prior to maturity. 
Approximately $182,000,000 of the 
proceeds from the sale were used to 
prepay bank loans which were 
incurred primarily to finance capital 
expenditures and working capital 
additions, and for payment of other 
debt maturities. The balance of the 
proceeds was used for general 
corporate purposes. 

Throughout 1971 Phillips 
Petroleum Company Norway (a 
wholly owned subsidiary), in 
conjunction with Consortium 
Ekofisk, made arrangements to 
borrow funds to finance the 
development phases of the Ekofisk 
Field in the North Sea. Such 
arrangements included a Euro- 
Dollar loan of $75,000,000, a U. S. 
export credit of $40,500,000, an 


1971 1970 Italian lire export credit equivalent — 
Petroleum products.......... $1,188.2  $1,146.2 to approximately $4,400,000, a 
Chemicals, fibers, and Norwegian kroner export credit 
cridediln ws, 3208 2942 -—-oqulvalent to approximately 
Natural gas (including helium) 169.3 165.2 ~~ ~+!7,100,000, and a French franc 
Other sales and services...... 189.9 191.3 export open line of credit. 
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Revenues from operations outside 
the United States were $420,600,000 
or 17% of total revenues in 1971 
compared with $309,800,000 or 13% 
of total revenues in 1970. 

Capital expenditures were 
$225,000,000 distributed as follows: 
exploration and production 64%, 
manufacturing 26%, marketing 5%, 
transportation and other assets 5%. 
Capital expenditures in 1970 were 
$239,400,000. 

Investments made in 1971 in 
securities of companies owned 50% 
or less totaled $23,200,000 
compared with $11,000,000 in 1970. 

Assets at year-end totaled 
$3,166,700,000, an increase of 
$95,200,000 during the year. 

At December 31, 1971, the 
Company’s long-term debt totaled 
$800,200,000, which was 
$112,300,000 more than a year 
earlier. 


Repayments will commence in June 
1973 and continue through 1981. At 
year-end the equivalent of 
approximately $75,000,000 was 
borrowed under these 
arrangements, of which Phillips 
Petroleum Company Norway’s 
36.96% share is $27,700,000. 

Direct Federal, state, and other | 
taxes for 1971 totaled $112,500,000. 
That was equivalent to 4.7 cents per 
dollar of total revenues, and to $1.51. 
a share compared with $1.30 a share 
paid in dividends to Phillips 
stockholders in 1971. An additional 
$269,000,000 in taxes was collected 
for city, state, and Federal 
governments on the sale of 
products, primarily gasoline. 

Additional financial information, 
as well as 10-year operating data, is 
presented on pages 19-26. 


operabing review 


EXPLORATION AND DEVELOPMENT 


The Company’s production 
potential for the near future was 
increased during 1971 by discoveries 
of oil, gas, and gas condensate in 
the United States and abroad, 
confirmation of another oil field in the 
North Sea, and development of oil 
fields in the North Sea, Nigeria, the 
Persian Gulf, and several areas of the 
United States. 


PRINCIPAL DISCOVERIES, FIELD EXTENSIONS, 
AND DEVELOPMENT DRILLING 


UNITED STATES 


SOUTH CENTRAL OKLAHOMA —Significant oil 
reserves were discovered by Company-supported 
drilling on 20,000 net acres in Grady County, 
Oklahoma. By year-end 18 oil wells in which Phillips 
has interests had been completed. 


WESTERN ALABAMA—A well completed in 
Washington County, Alabama, confirmed a 1970 
gas-condensate discovery. It was tested from the 
Smackover formation at the rate of 1,776 barrels 
daily. A third well was being drilled on the 6,500 net 
acre block at year-end. 


WEST TEXAS—On 5,200 net acres in Pecos County, 
four development wells added to reserves in the 
deep Gomez gas field. 

At year-end Phillips had an interest in 18 wells 
in this field, and two more wells were being drilled. 
Open flow potentials of individual wells range up to 
510,000,000 cubic feet of gas a day. 


GULF OF MEXICO—Phillips and its partners have 
been using several drilling rigs to explore acreage 
acquired in the Gulf of Mexico at the December 1970 
Federal lease sale. The partnership group also has 
participated in the drilling of numerous exploratory 
wells located on properties adjacent to those acquired 
by the group. Information obtained from the initial 
effort shows that accumulations of hydrocarbons 
are present on several of the structures in which we 
have ownership. Our exploratory program will be 
continued during 1972 to determine the extent of 
those accumulations and to evaluate blocks which 
are as yet untested. 


OUTSIDE UNITED STATES 


NORWEGIAN NORTH SEA—An information well 
was drilled by Phillips and partners on the flank of 
the Torfelt structure (formerly called Ergfisk), in 
which another company found an important oil field 
in 1970. The well flowed at the rate of 3,460 barrels 
of oil daily, confirming that a significant portion of 
the field structure lies within Phillips 37% interest 
acreage. At year-end we were drilling another well 
1% miles northeast on the top of the structure. 


NIGERIA—In the Niger River Delta area, two oil 
discoveries were made and nine development wells 
were drilled on one-third interest acreage where 
several fields had been previously discovered. 


!RAN—A 12-well marine oil field development 
program in the one-sixth interest Rakhsh Field in 
Iranian waters was nearing completion at year-end. 
The wells were connected to an existing pipeline. 
This field is 17% miles northeast of the previously 
developed one-sixth interest Rostam Field. 

Exploratory drilling was begun on 1,590,000 net 
acres in the foothills of the Zagros Mountains, where 
several large structures were located by surface 
geology and seismic work. 


UNITED ARAB REPUBLIC—A natural gas discovery 
was made on the bank of the Nile on extensive 
50% interest acreage. It was tested at the rate of 
7,800,000 cubic feet of gas per day. It is 12 miles 


from an earlier gas-condensate discovery on the block. 


Oil was discovered on the same acreage about 
four miles southwest of the Alamein oil field. At 
year-end this well and a development well were 
producing through a pipeline to Alamein facilities. 


OTHER AREAS—Exploratory drilling was begun on 
20% interest acreage 35 miles off the coast of 
Trinidad, and was being continued on large part- 
interest acreage blocks in Saudi Arabia and in 
Indonesian waters. 


NET OIL AND GAS ACREAGE AT YEAR-END 
UNITED STATES 


TOLALY ere tipithue dl eum ibbtcasi ie ene 5,382,000 
Developedicn ini ver ca ay onaeirely nikal 1,104,000 
OUTSIDE UNITED STATES* 

Canadas Sat wh ayewecenen basen ti 6,507,000 
Latin America, o2gisce sas Ola ror bod «bon 696,000 
FUKOpe DE Cru iue ny eueeate sie wai 1,227,000 
PITICAL ES aicia ae wanele niet eae aes hatesiod its 8,403,000 
MidieEdsticnuas stn cua wascmee ewan: 13,852,000 
SoutheastiAstay ess oe Rs 38,852,000 
AUStabiay cscs hess ech slg tAd sete ed res 6,272,000 
MOtal OUTS E RUS SP SUN sets ic Uk V0.8 75,809,000 
Developed, outside U. S................ 263,000 


*Includes acreage of 49% owned Pacific Petroleums Ltd. in 
proportion to the Company’s stock interest. 


New acreage—Additions were made 
to United States acreage holdings in 
the Smackover Trend of Mississippi, 
Alabama, and the Panhandle of 
Florida; in Utah; West Texas; and the 
Anadarko Basin of Oklahoma. 

Outside the United States we 
acquired 123,000 net acres in 
Colombia and 220,000 net acres in 
Canada. Total net acreage outside 
the United States declined, however, 
mainly because of relinquishments 
in Argentina, Indonesian waters, and 
Australia. 


Expenditures—Capital and 
exploration expenditures to acquire, 
find, and develop oil and gas reserves 
were $149,000,000 compared with 
$146,600,000 in 1970. 


Exploratory 
DRILLING STATISTICS 1971 1970 1971 1970 


Development 


UNITED STATES 


Gross.wells esos. diatias 39 35 262 252 
Net wellsoe vio Ml, 21 25 70 67 
OU eee Wath a ea ie 2 3 45 44 
Gas and gas condensate 1 3 12 11 
Drycholesweve wares 18 19 13 12 
OUTSIDE UNITED STATES (net wells)* 
Canadas ya cans) 14 11 21 10 
Latin America........... 2 4 11 — 
BUSOPEelsuance ea lay 1 3 — — 
AGIAN Rcbin daa ee feet 5 9 6 2 
Middle East ce oN 3 2 1 2 
Southeast Asia.......... 5 1 _ _ 
BOTAN ahs Poe SO 3 30 39 14 
GUI uee Hen NRA Pa BHO AIS 2 2 29 9 
Qasr anna wade e 4 4 8 4 
Dayiholess uae, 24 24 2 1 


*Includes drilling by 49% owned Pacific Petroleums Ltd. in 
proportion to the Company’s stock interest. 


PRODUCTION OF CRUDE OIL 
AND NATURAL GAS LIQUIDS 


Average worldwide net production 
of liquid raw materials increased 
2% to 356,200 barrels a day, after 
excluding for comparative purposes 
production from interests in the 
Kuwait-Saudi Arabia Neutral Zone 
and Libya, which were disposed of in 
1970. The increase resulted mainly 
from new crude oil production in 
Nigeria, the North Sea, and Iran, and 
from a3% rise in natural gas liquids 
production, chiefly in the U. S. 
Domestic crude oil production 
decreased 6%. Construction ofa 
pipeline which would enable 
production of Alaskan North Slope oil 
was further delayed by failure of the 
Federal government to issue a permit 
because of environmental and other 
considerations, and there was 
insufficient new production in other 
U. S. areas to offset normal declines. 


LIQUID RAW MATERIALS Net Barrels Daily* 


PRODUCED 1971 1970 
UNITED STATES 

Crudesolly eee Ge eh Roe ny 130,100 138,900 
Natural gas liquids............ 135,400 131,800 
Total Ur Sap areca tiie eee 265,500 ~ 270,700 
OUTSIDE UNITED STATES 

Crude othe eka ndeeannes 75,100 87,900 
Natural gas liquids............ 15,600 15,300 
Total outside U.S............. 90,700 103,200 
WORLDWIDE 

Crodesoilsset sce CA 205,200 226,800 
Natural gas liquids............ 151,000 147,100 
Total worldwide.............. 356,200 373,900 


*Includes operating results, in proportion to the Company’s 
stock interests, of non-consolidated companies owned 20% 
or more. The 1970 figures include net crude oil production of 
25,900 barrels daily from interests in Libya and the Kuwait- 
Saudi Arabia Neutral Zone disposed of in 1970. 


New Liquids Production—Crude oil 
production from the huge, 37% 
interest Ekofisk Field in the Norwegian 
sector of the North Sea began about 
mid-year. By year-end the initial 
production phase of this field was 


virtually completed. That phase 
involved four wells capable of 
producing a total of 40,000 barrels a 
day. The oil is produced directly into 
tankers which take it to European — 
ports, but production is interrupted 
from time to time by severe weather. 

The field will be developed and 
equipped for additional production to 
begin in 1973. Completion of a 
one million barrel storage tank by 
1973 will minimize interruptions 
in production. The full field 
development program is being 
designed to yield approximately 
300,000 barrels of oil a day by the 
third quarter of 1974. We plan to 
eventually tie three other 37% interest 
fields in the Ekofisk area into this 
system. / 

Oil from the North Sea is important 
to western European nations because 
they are now almost completely 
dependent on African and Middle 
East crude oil. Settlements in 1971 
between the Organization of 
Petroleum Exporting Countries and 
certain oil companies resulted in 
increased crude oil prices and higher 
tax rates for their oil. This had the 
effect of increasing the value of 
North Sea oil. Our North Sea oil also 
has the advantages of desirable 
gravity and very low sulfur content. 

Production from two fields on 
concessions in Nigeria, which began 
in the fourth quarter of 1970, had 
increased to an average of 12,100 net 
barrels a day by December 1971. 
Phillips had 50% interest in this 
production until October 1971, when 
the Nigerian Government exercised 
its option and acquired a one-third 
interest in the partnership operation. 
Nigerian production should increase 
markedly with drilling of additional 
development wells and completion of 
a pipeline system to the coast by 
early 1973. 

Additional development of our 
second one-sixth interest oil field in 
the Persian Gulf increased 1971 daily 
average Iranian production net to 


Phillips by approximately 2,000 

barrels a day. By year-end, 

substantial additional production was ~ 
being realized. 

By December, net oil production 
from discoveries made during the 
year in Grady County, Oklahoma, had 
increased to 4,000 barrels a day. 

We constructed and began 
operating two natural gas processing 
and liquids extraction plants to serve 
the Anadarko Basin of western 
Oklahoma, bought a plant in New 
Mexico, and expanded a plant 
completed in 1970 in Wyoming. A 
new part-interest plant in Louisiana 
began operation. These developments 
will add approximately 6,000 net 
barrels a day to our natural gas 
liquids output. 


Production Capacity Increased in 
Venezuela—Completion of a crude 
oil diluent project, pipeline 
modifications, and additional 
development wells substantially 
increased the production capacity 
of a 56% interest field in eastern 
Venezuela, An actual increase in 
production is awaiting markets for 
this oil. The diluent project involves 
mixing a lighter oil with the heavy oil 
from this field so it can be more 
easily transported and sold. 


Steps to Increased Efficiency— 
Reductions in operating costs and 
increased natural gas liquids recovery 
were achieved by shutting down two 
plants in West Texas and diverting 
their gas supply to other plants. 


Unitization and Induced Recovery— } 
Of our total U.S. oil production, more = 
than one fourth was induced by h 
injection of water, natural gas, or 
steam into formations to produce oil a 
which otherwise would remain in f 
the ground. During 1971 Phillips 
participated in forming four new ; 
induced recovery units. i 


NATURAL GAS 


Sales Revenues Increase—Our 
worldwide natural gas revenues rose 
4% as a result of higher natural gas 
volumes from the British sector of the 
North Sea, increased sales of 
Alaskan liquefied natural gas, and 
improvements in U. S. gas sales 
prices. 


-REVENUES* =~ 197] 1970 


Gas revenues, U.S..... $129,600,000 $129,700,000 
Gas revenues, 

oltsideU. Socgso5.. $ 48,200,000 $ 41,700,000 
*Includes operating results, in proportion to the Company’s 


stock interests, of non-consolidated companies owned 20% 
or more. 


Factors Affecting Gas Deliveries— 
Gas handling capability of our new 
processing and natural gas liquids 
extraction plant in Wyoming was 
increased from 30,000,000 to 
110,000,000 cubic feet of gas daily 
to provide for future production. By 
December, gas deliveries to an 
interstate pipeline company had 
‘reached 65,000,000 cubic feet a day. 
Deliveries of approximately 

12,000,000 cubic feet a day of natural 
gas began in July from a new gas 
processing and liquids extraction 
plant in the Anadarko Basin area of 
Oklahoma. This gas goes to an 
intrastate pipeline company. Another 
such plant completed in this area 

in December extracts liquids from 
55,000,000 cubic feet of gas a day 
before delivery of the gas to an 
interstate pipeline company. 
Previously the gas was being 
delivered to that company after only 
minor processing. 


Outside Exploration Support— 
Reflecting gas industry concern over 
future supplies, an interstate pipeline 
company advanced $10,000,000 to 
assist Phillips in exploration plans for 
our interest in nine leases acquired 
in waters off Louisiana in late 1970. 


Repayments on the advance are to be 
made solely out of a portion of the net 
proceeds from any oil and gas found 
and produced from the leases. 


Response to Supply Shortage—The 
Federal Power Commission, major gas 


pipeline and distribution companies, 


and some consumer groups have 
shown greater awareness that a gas 
supply shortage exists in the United 
States. Many pipeline and distribution 
companies in 1971 turned down 
requests to take on new gas 
customers, and some restricted 
supplies to certain uses. 

Responding to these developments, 
the Federal Power Commission 
granted higher field prices in some 
areas, especially for new gas, and 
took faster action on producers’ 
requests for price increases. The 
Commission also provided methods 
for producers to retain some refund 
money for exploration activities and 
instituted regulatory control of 
gas end uses. 

We re-negotiated several major gas 
sales agreements to provide higher 
prices and enable increased operating 
efficiency. 


Helium Conservation Program—lIn 
January 1971, the U. S. Government 
attempted to terminate the helium 
purchase contracts, which implement 
the Helium Conservation Program. 
Helium is a scarce, irreplaceable 
element vital to many aspects of our 
nation’s progress. Under the 
conservation program, helium which 
would otherwise be wasted is 


> NATURA 
millions of deilars 


‘60 64 68 68 6? 6B 69.7007 
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recovered from natural gas and sold 
to the government, which stores it 
underground for future needs. Phillips 
and two other companies selling 
helium under the program secured an 
injunction prohibiting termination of 
their contracts pending compliance 
by the government with the provisions 
of the National Environmental Policy 
Act. A decision of an appellate court 
upholding the injunction was not 
appealed by the government. Helium 
deliveries to the government 
continued without interruption 
throughout the year. 


REFINING OF CRUDE OIL AND 
NATURAL GAS LIQUIDS 


Total liquids throughput at our 
U. S. refineries increased to a new 
high. Liquids run to Company-interest 
refineries outside the United States 
were lower only because 1970 figures 
included 17,400 net barrels a day run 
by a Middle East refinery in which our 
interest was sold. 


Barrels Daily* 
REFINERY THROUGHPUTS 1971 1970 
UNITED STATES 


Crude Bake ee eure 371,000 364,000 
Natural gas liquids............ 157,000 162,000 
OUTSIDE UNITED STATES 
Crude oil and natural 

SAS AUIS ose eo eae eh 77,000 93,000 


*Includes operating results, in proportion to the Company’s 
stock interests, of non-consolidated companies owned 20% 
or more. 


In addition to these refinery 
throughputs, average daily naphtha 
runs were 50,000 barrels into our 
Puerto Rico chemical complex, 
36,600 barrels into 49% owned 


Petrochim’s plant in Belgium, and 
14,400 barrels into the plant near 
Oita, Japan, of 20% owned Tsurusaki 
Yuka K. K. 


Environmental Improvement—A large 
two-stage waste water treatment 
facility was completed at the Sweeny, 
Texas, Refinery and Natural Gas 
Liquids Processing Center, as part of 
an environmental improvement 
program at this plant begun several 
years earlier. Five other major 
environmental control improvements 
also were completed at our U. S. 
refineries and two more were under 
construction at year-end. Numerous 
smaller improvements also were made 
during the year. 


PETROLEUM PRODUCTS SALES 


Total domestic petroleum products 
sales volume was down 5%. This 
decrease resulted partly from warmer 
weather in early 1971 and from our 
program to eliminate unprofitable 
sales outlets. Our worldwide 
petroleum products sales volume 
decreased 3% from 1970 to an 
average of 724,000 barrels daily, 
mainly because 1970 figures include 
15,200 barrels a day of sales to our 
interest by a Middle East affiliate 
which was sold during that year. 


Barrels Daily* 
PETROLEUM PRODUCTS SOLD 1971 1970 
UNITED STATES 


Automotive gasoline.......... 311,000 314,000 
Aviation fuels soc gch acct 27,000 35,000 
Distillates yc oiee ee Lewaeah 98,000 106,000 
Liquefied petroleum gas....... 106,000 114,000 
All other products............ 41,000 47,000 
Olah Secu a ey 583,000 616,000 
OUFSIDEVULS Shaan ruses 141,000 131,000 
WOREDWIDES sec ee eke 724,000 747,000 


*Includes operating results, in proportion to the Company’s 
stock interests, of non-consolidated companies owned 20% 
or more. 


Margins Lower—Our realized 
wholesale prices for refined products 
increased slightly over 1970. 
Manufacturing and marketing costs 
were higher and our margins were 
lower. Automotive gasoline price 
wars were frequent and widespread 
throughout 1971. 


Cost Reductions Help Compensate— 
Several steps were taken to partially 
offset adverse pricing conditions and 
rising costs of materials and labor. 

A program was completed to 
consolidate in three regional offices 
certain administrative functions 
carried on in the 15 divisional 
marketing offices. A new marketing 
planning organization was 
established. Reflecting our program 
to eliminate unprofitable sales outlets, 
the number of domestic service 
stations decreased by nearly 800 to a 
total of 20,700 at year-end. Average 
sales volume per station remaining 
was higher. 


Liquefied Petroleum Gas Sales Lower 


—Warmer-than-average weather in 
early 1971 lowered the Company’s 
liquefied petroleum gas sales volume 
for the year, although our average 
price was higher than in 1970. 


Lubricants—Total lubricant sales 
volume declined. Revenue from 
lubricants, however, was about the 
same as in 1970 because of price 
increases for most lubricants 

put into effect in March. 

In May we introduced a new 
Racing Motor Oil designed for 
high-performance engines and for 
heavy duty motor service such as 
trailering. Both this oil and our 
Trop-Artic motor oils were improved 
to exceed 1972 new car warranty 
requirements. 


SUPPLY AND TRANSPORTATION 


Pipeline Expansions—Colonial 
Pipeline Company, owned 7.1% by 
Phillips, completed a major expansion’ 
of its Texas Gulf Coast to New Jersey 
petroleum products pipeline system. 
This expansion increased the 
capacity of the system to 1,500,000 
barrels a day. 

A six-inch diameter pipeline was 
completed with capacity to move 
13,500 barrels a day of natural gas 
liquids from our new gas processing 
and liquids extraction plant in 
Wyoming to the Borger, Texas, 
processing center. 


Tanker Operations—Philtankers, Inc. 
purchased two tankers of 20,000 
dead-weight tons each. They haul 
feedstock from the United States to 
Philblack carbon black plants in 
Europe, South America, South Africa, 
and Australia, and return to the 
United States with fuel oil from 
Europe and Africa. 

Tanker rate reductions just after 
mid-year made it economically 
advantageous to ship the Company’s 
Iranian oil to the U. S. West Coast, 
and maximum quantities of this oil 
were delivered to our Avon Refinery 
in California. The lower tanker rates 
also helped offset higher prices for 
feedstocks used in the Company’s 
overseas chemical plants. 


CHEMICALS, FIBERS, AND 
FABRICATED PRODUCTS 


Consolidated worldwide revenue 
from sales of chemicals, fibers, and 
fabricated products was $495,000,000 
in 1971 compared with $477,200,000 
in 1970. Profitability of these sales 
was lower, however, because of 
higher labor costs and depressed 
prices for most chemical 
intermediates and some other 
chemicals. 


Depressing factors in the nation’s 
economy resulted in excess industry 
capacities and slower growth patterns 
for most of our product lines, and 
together with higher wage rates 
put upward pressure on unit 
manufacturing costs. 

Several new facilities and products 
were announced or commercialized 
in 1971, providing a broader profit 
base for future operations. 

Percentage contributions to 
revenue by product groups were: 


1974); 1970 
Plastic feedstocks and resins........ 16% 18% 
Rubber Chemicals, ioc e siaiase'e cca 17% 15% 
RONQETS ce Cs eh tates haya ten LO h i 159% 
Fabricated products................ 18% 20% 
Synthetic iberssepuiseve sues 144% 12% 
Other products. ca Moe ea 17%. 20% 


CHEMICALS... 


Plastic Feedstocks and Resins— 
Ethylene sales volume decreased. 
Sales volume of plastic resins 
increased 27%. This rise and 
stringent cost control measures, 
however, could not fully offset 
declines in prices. 

Construction began on plants near 
Borger, Texas, to make two new 
groups of Phillips-developed plastic 
resins. Our market development work 
shows strong, profitable demand 
exists for these products. Oneisa 
family of polyphenylene sulfide resins. 
These resins, trademarked Ryton, 
combine high resistance to heat and 
chemicals with stability and other 
properties for a broad range of 
engineered applications, such as 
molded parts resistant to chemicals 
and tough coatings for metals. The 
other material, a butadiene-styrene 
polymer trademarked K-Resin, 
combines toughness with exceptional 
clarity for a variety of packaging uses. 


Rubber Chemicals—Carbon black 
sales volume increased and our 
average sales price rose slightly. 


There was a good rise in synthetic 
rubber sales volume, spurred by 
continued growth in demand for our 
Solprene solution polymers, but 
rubber prices were down slightly. 
Modification of the Philprene rubber 
plant near Borger increased its black 
masterbatch production capacity 
50%. Sales volumes of butadiene 
were up substantially, but prices 
were lower. 


Fertilizers—Worldwide fertilizer sales 
volume increased because of the 
output from 60% owned Ultrafertil’s 
new Brazilian fertilizer manufacturing 
complex. Fertilizer sales volume in 
the United States decreased slightly, 
but average realized prices for 
anhydrous ammonia, ammonium 
nitrate, and urea-ammonium nitrate 
solutions improved. Ammonia prices 
were depressed in some locations, 
and we chose to forego some sales 
rather than meet those prices. 

Fertilizer profitability, although 
improved over 1970, was adversely 
affected by higher freight rates for 
fertilizer shipments and by higher 
labor costs. 

Excess industrywide feriilizer 
capacity in the U. S., which has 
resulted in depressed prices and thus 
lower return from fertilizer operations 
during the past several years, was 
reduced further as demands rose and 
no new capacity was added. It 
appears fertilizer demand will be in 
balance with supply by the mid-1970s. 

We sold our 50% interest in 
Phosphate Chemicals, Inc., which 
produces phosphoric and sulfuric 
acids and nitrogen-phosphate plant 
foods at facilities on the Houston 
Ship Channel. 


Other Chemicals—Total sales volume 
of the cycloparaffins and aromatics 
product group decreased 8%, and 
prices for these products were lower. 
The group includes cyclohexane, 
benzene, orthoxylene, paraxylene, 
toluene, and mixed xylenes. 

Sulfur sales volume increased 
slightly, but prices continued to 
decline. Revenue from sales of 
special and high-purity chemicals 
decreased. These chemicals include 
hydrocarbon aerosol propellants, 
sulfur derivatives, solvents, and 
numerous other products. 


Plant Expansion—Principal chemical 
plant capacities added during the 
year and new projects under 
construction at year-end are shown 
in the following table. 


Product Developments—Sales of new 
low-density Marlex polyethylene 
resins increased. Because they are 
particularly superior in toughness and 
resistance to cracking, they are 
finding applications in products such 
as engineered pipe, flexible 
corrugated tubing, and cable coatings. 
We also introduced new Marlex 
polypropylene resins. We began 
commercial production of furan, 
which has wide uses in the plastics 
industry and also can be converted 
into a selective solvent for chemical 
separations. Several new sulfur-based 
chemicals were placed on the market. 


ADDITIONAL GROSS 


PRODUCT LOCATION PHILLIPS INTEREST ANNUAL CAPACITY 
COMPLETED DURING 1971 
Polypropylene Houston, Texas 100% 55,000,000 pounds 
Butylene Borger, Texas 100% 15,000,000 gallons 
Synthetic rubber Borger, Texas 100% 3,100 long tons 
Synthetic rubber Borger, Texas 25% 10,000 long tons 
Aromatic solvents Guayama, Puerto Rico* 100% 20,000,000 gallons 
High-density polyethylene Antwerp, Belgium 30% 49 600,000 pounds 
Polyvinylchloride Antwerp, Belgium 50% 11,000,000 pounds 
Butadiene Puertollano, Spain 42% 5,100,000 pounds 
Carbon black Bordeaux, France 50% 30,900,000 pounds 
Carbon black Ravenna, Italy 50% 22,100,000 pounds 
Carbon black Port Elizabeth, 
Republic of South Africa 50% 27,100,000 pounds 
UNDER CONSTRUCTION OR AUTHORIZED AT YEAR-END 

Low-density polyethylene | Houston, Texas 100% 46,000,000 pounds 
Synthetic rubber Borger, Texas 100% 2,200 long tons 
Synthetic rubber Santander, Spain 42% 19,700 long tons 
Butadiene-styrene 

plastic Borger, Texas* 100% 10,000,000 pounds 
Polyphenylene sulfide 

plastic Borger, Texas* 100% 5,700,000 pounds 
Polystyrene Feluy, Belgium* 45% 99,200,000 pounds 
Carbon black Candeias, Brazil 35% 39,600,000 pounds 
Carbon black Ravenna, Italy 50% 11,000,000 pounds 
Carbon black Santander, Spain 42%, 6,600,000 pounds 
Butadiene Puertollano, Spain 42% 70,600,000 pounds 
High-density polyethylene Kawasaki, Japan 40% 11,000,000 pounds 
Low-density polyethylene Oita, Japan 40% 110,300,000 pounds 


*New plants; others are expansions of existing plants. 


FIBERS, 


Sales of Phillips 66 nylon, Quintess 
polyester, Marvess olefin staple, and 
Loktuft carpet backing increased to 
new highs. Although we increased 
our capacity, requirements of fabric 
makers for Quintess polyester 
filament exceeded our capability 
to supply them because of strong 
demand for this product for knitted 
polyester garments. Further expansion 
of our capacity was under way at 
year-end. 

Several new fiber products were 
introduced. Included were Marvess 
Il olefin carpet filament; Stryton 
thick-and-thin filament nylon yarn 
which gives fabrics a new look; and 
Loktuft Duon, the only widely 
accepted synthetic replacement for 
jute as a secondary backing on 
tufted carpets. 

Government actions late in the 
year leading to devaluation of the 
U. S. dollar and revaluation of foreign 
currencies, plus negotiated quotas for 
man-made yarn, fabric, and garments 
from Far East nations, should enable 
domestic textile companies to 
compete more effectively in U. S. 
markets. 


Expansion—lIn October, Fibers 
International Corporation, 90% 
owned, began producing polyester 
textile filament at its facilities near 
Guayama, Puerto Rico. Expansion of 
both nylon and polyester textile 
filament capacity and new nylon 
carpet filament facilities at Guayama 
will be completed during 1972. 


FABRICATED PRODUCTS... 


Our fabricated plastic and paper 
products businesses had mixed results 
during the year. Vinyl film sales 
increased substantially, reflecting 
start of production from expanded 
facilities and increased acceptance 
of our line of products. Especially 
notable were greater sales of 
- woodgrain printed vinyl laminating 
films and commercialization of 
special woodgrain vinyl with paper 
backing for high-speed covering of 
unfinished wooden moldings. 

Operating results of our Sealright 
packaging subsidiary improved, 
mainly as a result of moves to reduce 
costs and increase efficiency. That 
company introduced a new Sealking 
milk carton which had been well 
received in the large milk packaging 
market. 

Sales of plastic products of 
Phillips Products Co., Inc. were 
lower, mainly because of a labor 
strike at one of its plants. However, 
there was especially strong demand 
for polyethylene pipe for gas 
distribution systems, and we installed 
additional equipment at our plant in 
Pennsylvania to meet increased 
demand for that product. 

Sales of H. P. Smith Paper Co., 
which makes films and paper 
coatings, rose slightly, but costs 
were higher. 


RESEARCH AND DEVELOPMENT 


Sources of New and Potential 
Earnings—Phillips research and 
development team continued to add 
achievements that created new and 
potential earnings sources. 


These achievements included a 
new grade of polyphenylene sulfide 
plastic resin with resistance to very 
high temperatures, making ita 
candidate for uses in such industries 
as aerospace; a Solprene 
butadiene-styrene copolymer that has 
exceptional wear qualities for tire 
treads; anew compound for sealing 
joints of high-rise buildings; a unique 
electro-chemical fluorination process 
which provides many benefits in 
production of certain types of 
fluorocarbon chemicals with potential 
use in several areas, including 
solvents and dielectric fluids; a 
geochemical technique, involving 
simulation of the oil generating 
behavior of rock formations, which 
helps determine whether or not and 
under what conditions formations may 
yield petroleum in commercial 
quantities; additional laboratory 
computerization which has increased 
efficiency and effectiveness, including 
a 25% increase in work productivity 
in chromatography activities with no 
increase in manpower. 


Developments to Meet Automobile 
Emission Standards—In 1971 the 
Federal Government established 
automobile emission standards 
authorized under the Clean Air 
Amendments Act of 1970. Those 
standards affect the composition of 
motor fuels, distillates, and lubricants. 
Plans of automobile manufacturers 
to meet the 1975-1976 model year 
emission standards with vehicles 
operable on unleaded gasoline, 
combined with probable Federal 
regulations on lead content, mean 
that major changes must be made in 
motor fuel processing, transportation, 
and marketing. 
The Company’s research and 
development organization made 
several achievements during 1971 
that may contribute significantly to 
the manufacture of automobile fuels 


to best meet requirements of future 
low-emission vehicles. They included 
a new hydroisomerization process; 


an improved process for alkylating 


isobutane with olefins; a new catalyst 
for converting normal paraffins into 
branched chain paraffins; and a lower 
cost process for making di-isopropyl. 
All of these developments enable 
greater economic output of higher 
octane gasoline blending materials 
useful in production of unleaded and 
low-lead fuels. 


Patents—For the fourth consecutive 
year, Phillips ranked first among oil 
companies in the number of U. S. 
patents issued during the year, with 
421. At year-end Phillips owned 6,146 
active United States patents, second 
in the petroleum industry. The 
Company was issued 380 patents in 
31 countries outside the United 
States in 1971. 


Licensing—Licensing income during 
1971 increased, reaching the second 
highest level in the Company’s history. 
New plants of six licensees began 
operating during the year. At year-end 
Phillips processes were licensed for 
use throughout the United States 

and in 26 other nations. 


PEOPLE 


EMPLOYEES .. . Significant cost 
reductions and operating 
improvements resulted from employee 
participation in the Suggestion Plan. 
Tangible savings increased to an 
all-time high as a result of 3,479 
awardable ideas submitted by 
Company employees during 1971. 


Your Company’s employee safety 
record continues to be much better 
than the average for the petroleum 
industry, which itself has a safety 
record better than industry generally. 
Many large groups of employees 
worked the entire year without a 
disabling injury, and no fatalities 
occurred. 

In January 1971, Phillips granted 
general wage increases to most 
employees not exempt from overtime 
payment laws. Improvements were 
made during the year in the 
Retirement Income, Group Life, and 
Medical Insurance Plans. Similar 
wage increases and plan 
improvements were made throughout 
the oil industry. 


STOCKHOLDERS ... There were 
166,012 shareholders at year-end, a 
decrease of 6,967 during the year. 
Stockholders resided in every state 
and U. S. possession and in 56 other 
countries. The largest ownership 
block consisted of the interests of 
13,800 employees in the Employee 
Thrift Plan. This Plan at year-end 
held 7% of total shares outstanding. 


MANAGEMENT CHANGES. ... Mr. 
Lloyd G. Minter, General Attorney, 
was elected Vice President and 
General Counsel, a Director, and 
member of the Executive Committee 
effective June 1, 1971. He succeeded 
Mr. Wm. J. Zeman who reached 
normal retirement on that date after 
29 years of Company service. Mr. 
Kenneth Heady became Associate 
General Counsel, the position 
previously designated as General 
Attorney. Mr. William |. Spencer, 
President of First National City Bank, 


New York City, was elected a Director 
on June 14. Effective August 1, 1971, 
Mr. Geo. F. L. Bishop was elected 
Vice President Manufacturing to 
succeed Mr. C. R. McCullough who 
elected to take early retirement on 
that date after 40 years of Company 
service. 

Effective September 1, 1971, Mr. 
C. M. Kittrell was elected a Senior. 
Vice President, a Director, anda 
member of the Executive Committee; 
Mr. John E. Harris, Jr., was elected 
Vice President Supply and 
Transportation, replacing Mr. Kittrell; 
and Mr. D. R. Hynes, General 
Purchasing-Agent, was named 
Manager of the Purchasing 
Department, replacing Mr. Harris. 

Mr. L. H. Johnstone was elected Vice 
President Chemical, replacing Mr. 
T. L. Cubbage who elected early 
retirement after more than 43 years 
of service and also retired as a 
Director. Mr. J. W. Davison, Director 
of Rubber, Carbon Black, and 
Polyolefins in the Research and 
Development Department, was 
promoted to Vice Chairman of the 
Operating Committee, replacing 

Mr. Johnstone. 

On October 11, Mr. John M. 
Houchin, President, was elected to 
the new position of Deputy Chairman 
of the Board of Directors and deputy 
chief executive officer. Mr.W.F. 
Martin, Executive Vice President, was 
elected President. Mr. W. C. Hewitt, 
Chairman of the Executive Committee, 
was elected to the new position of 
Executive Vice President and 
Chairman of the Planning and Budget 
Committee. Mr. Wm. C. Douce, who 
had been advanced from Senior Vice 
President to Executive Vice President 
effective September 1, 1971, was 
elected Executive Vice President and 
Chairman of the Executive Committee. 
Mr. W. A. Roberts, Senior Vice 
President, was elected Executive 
Vice President and assigned prime 
responsibility for guiding your 
Company’s efforts to increase its oil 


and gas reserves and broaden its 
base into other energy fields. Mr. 
Douce and Mr. Roberts had been 
elected members of the Executive 
Committee at the Annual Meeting of 
Stockholders April 27, 1971. Mr. C. 
M. Kittrell, Senior Vice President, 
was assigned responsibility for 
Phillips international activities at the 
top management level. 

On November 8, 1971, Mr. O. W. 
Armstrong, Secretary and Treasurer, 
was elected Vice President and 
Treasurer. Mr. W. R. Thomas, 
Manager of the Employee Relations 
Department, was elected Vice 
President Employee Relations. Mr. 
Harvey W. Thompson, Assistant 


’ Secretary, was elected Secretary. 


SOCIAL RESPONSIBILITIES... Your 
Company and its employees meet 
the social responsibilities of today’s 
world in many and varied ways. In 
response to many requests for 
information about the activities of 


Phillips and its people to help others, 


a new booklet, ‘““The Human 
Potential,’ was prepared and is 
available to stockholders. Another 
booklet, ‘‘Conserve and Protect,” 
previously offered to stockholders in 
a quarterly report, discusses many 
of the Company’s environmental 
protection policies and programs. It 
is still available upon request. 
Stockholders are invited to obtain a 
copy of either or both of these books 
by writing to Mr. Harvey W. Thompson, 
Secretary, Phillips Petroleum 
Company, Bartlesville, Oklahoma 
74004. 
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Oil production from Nigerian 
wells was increased to 

the available capacity of 

the pipeline being used. 
Continued development 

and future completion of new 
pipeline will add 
substantially to production. 
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Above, Phillips liquefied petroleum gas, 
trademarked Philgas, is a 

versatile fuel. Here it is a source of 

heat and power for home and farm. 


Left, with a Phillips 66 Credit Card, 
families enjoy the convenience 

of service stations where 

“It's Performance That Counts.” 


Right, new and improved motor oils 
were a product of Phillips lubrication 
research. Laboratory engine is 
testing improved Trop-Artic oil. 
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PHILLIPS PETROLEUM COMPANY 
CONSOLIDATED BALANCE SHEETS AT DECEMBER 31 


ASSETS 


LIABILITIES 

AND 
STOCKHOLDERS’ 
EQUITY 


1971 1970* 
Current Assets: 
Gash ACC HIM CEDOSIS ssc iiy lik eee ke chk cachet plato Mates Chee ee $ 187,989,000 $ 132,317,000 
snort-term investments, at Cost Ca ae er 37,126,000 4,769,000 
Notes and accounts receivable— 

(less reserves: 1971—$7,566,000; 1970—-$6,010,000) .............. 382,745,000 410,563,000 
Inventories—Note 1: 

Crude oil, petroleum products, and merchandise ................. 259,251,000 234,513,000 

Materials andiSunpliesia cigs: ciliate, Sara tire Cae seth et choi) 36,102,000 35,690,000 

Ota CUNEREASSOTS 2 ceils ie ER ee ame ied ey ar 903,213,000 817,852,000 
Investments and Long-Term Receivables— 

(less reserves: 1971—$8,771,000; 1970—$7,611,000)—Notes 1 and 2 391,735,000 361,620,000 
Properties, Plants, and Equipment, at cost, less reserves—Note3........ 1,838,037,000 1,850,524,000 
Prepaid and Deferred Charges .............. 0... 00 ccc cece ce eee eee 33,714,000 41,484,000 

$3,166,699,000 $3,071,480,000 


Current Liabilities: 


NGLOS Tamla tears pine Bel Muka reba berm LING pkow gl) algae Wy gu vg $ 17,327,000 $ 32,416,000 
ACCOUMES HaAvaOIO cuca ihe wile DW ah mr Naa Ne LINC Lia d Wiel Gia Als 237,159,000 247,924,000 
Long-term debt—due within one year ...........0 0.0... cece ees 52,157,000 106,064,000 
WNCETUGG FAXOS ili tensa con uihica amma Lica arid Wed Sao 4 a oh al gd 4 102,549,000 114,487,000 
OTNSRACCrMAIS ha eNO ibe Sonim Uh Mae Ul I es aie 36,130,000 28,842,000 
Ol ACULTONe LNAGIITIOG (a1) ue a Winey aromteeite sik aleleeles clelacece eels 445,322,000 §29,733,000 
LONG-Letm DERt— Note) 4 ie phlei a Mle dis ik deni puiolohw shes de pa ee abe 800,191,000 687,913,000 
Deferred Credits: 
eOMe takes INGO Sug core | ulpme wae ods ude a eeas 62,996,000 57,246,000 
ROO Bir dar vimana a Narula raAte Cent Ie ings Wey keg eeniGin uratyne de cs A LGN tol Uy cg 41,776,000 36,333,000 
POLS: IO TONTOO MOROGINS iy). iC iss ius sscdara fay Witcltinia ob doljeip So ae cecels thse 104,772,000 93,579,000 
Reserve for Contingencies 0.04... 0. ke cede ete eee eee 60,672,000 57,433,000 
Minority Interest in Consolidated Subsidiaries ....................... 6,557,000 9,938,000 
Stockholders’ Equity: 
Common stock, $2.50 par value—Note 6: 
Shares authorized—100,000,000 
Shares issued—(1971—76,192,076; 1970—76,126,545) ............ 190,480,000 190,317,000 
Capital in excess of par value of common stock—Note 6 .............. 437,248,000 433,312,000 
Earnings employed in ithe business... 0.00.06 eee dee ee ele ee ed 1,160,881 ,000 1,125,350,000 
1,788,609,000 1,748,979,000 
Less treasury stock, at cost— 
(1971—1,451,401 shares; 1970—2,064,552 shares)—Note6........ 39,424,000 56,095,000 
ANA ASOD KIIONDOLS EA UIEY goo 5 li oie) ops, AV ala fa Uvetd ao ebeiageg aha StanO BD 1,749,185,000 1,692,884,000 
$ $3,071,480,000 


3,166,699,000 


*Restated. See Note 1. 
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PHILLIPS PETROLEUM COMPANY 
CONSOLIDATED STATEMENTS OF INCOME AND EARNINGS EMPLOYED IN THE BUSINESS 


Revenues: aN 1971 1970* 
Gross operating revenues ce MoU Ao eee ula hs meter atis alla to ue we dnt $2,363,199,000 $2,273,100,000 
Other revenues (including equity in earnings of 
non-consolidated companies)—Note 1 .................0. 0.00000 49,103,000 38,224,000 
2,412,302,000 2,311,324,000 
Costs and Expenses: 
Cost: of Salesiand SEFVICES (25) Roca taiae eee cen ae enema UCU ee Ae aa 1,615,338,000 1,541,184,000 
Selling, general, and administrative expense ........................ 288,278,000 288,034,000 
Depreciation, depletion, amortization, and retirements ................ 201,268,000 198,446,000 
Taxes other than income taxes** ......... 0.20.00 eee ee eee PAS RMN, ae 59,675,000 57,613,000 
Interest and expense on indebtedness ............... 2. eee ee ee eee 62,602,000 54,217,000 
Provision for income taxes—Note 5 ............. 0c cece ee eee ee ee eee 52,825,000 51,950,000 
2,279,986,000 2,191,444,000 
Income Before Extraordinary Item ................. 00.2 che ee ee eee 132,316,000 119,880,000 
Provision for Estimated Losses on Foreign Assets 
(less applicable income tax credit of $4,000,000) ................. —_— (8,700,000) 
Net Income ee oN We) oe Os ORNL SPURS GTN Ce SR an A 132,316,000 111,180,000 
Earnings Employed in the Business at Beginning of Year ............. 1,125,350,000 1,110,434,000 
. 1,257,666,000 1,221,614,000 
Dividends Paid ($1.30 a share) ......... 0... 0. cee cee ees 96,785,000 96,264,000 
Earnings Employed in the Business at End of Year ................... $1,160,881 ,000 $1,125,350,000 
Per Share of Common Stock: 
Income before extraordinary item)»: 2). oc) ah iia aia e Niel sisi) ls $ 1.78 $ 1.62 
EXtra ordinary; terns ie Vce anes cals flea sles ste lauds ee eenets a nea /e Pa ene reo USED eae —_ (.12) 
Net; TRCOMG) Hea raw Rien ay von ais Ngee ie aa $ Ae ian 1.50 
CONSOLIDATED STATEMENTS OF SOURCE AND APPLICATION OF FUNDS 
Income before extraordinary item ........ 6000000 bee ee. $ 132,316,000 $ 119,880,000 
Depreciation, depletion, amortization, and retirements ................ 201,268,000 198,446,000 
Deferred'inComel taxes recast al cy coe ea 5,750,000 (2,496,000) 
Other (including equity in undistributed earnings of 
non-consolidated) companies) (oi...) N20 Me nie aie eet ee diene Geomenal (6,637,000) 762,000 
Funds fromivoperations 250 fie eee ahs ae ea banca Mee Tenis 332,697,000 316,592,000 
LON G=tenmiide tie Mies Ra aca hy ait Caky aoc ON mMnRP ine lea Ry Une mk gan SD Ea a 256,950,000 10,002,000 
Property sales and retirements (including extraordinary item) .......... 43,696,000 31,070,000 
Sales of investMentsio CEN Lo Dak EE IM RA Mea ur 14,352,000 23,061,000 
Capital | stock bene noun tdia yaks hes arn Se EA Gina aa Ru are Sen Lae 20,770,000 535,000 
Ot gts) grea dee cna Ushi sas tr MRI On aA RA a wee ND. MT Ly SA AT YEA US cel Aap TS STAT HEU 6,510,000 2,811,000 
$ 674,975,000 $ 384,071,000 
Capital expenditures tag yo ard fae arasslay vase bhai aha Meme Mae Dre eon, $ 224,966,000 $ 239,369,000 
Investments and long-term receivables ........... 20... 0000 cc ee eee es 37,694,000 15,560,000 
Reduction: inilong-tenmigebtin nena re Ep aT EAs Scatter Nl OLR 144,672,000 109,502,000 
Gash dividends a nias inl ray twhlecte meh enehae RIN M0 UR e VC OSNE aa HMM Aa LR sas aH Saw 96,785,000 96,264,000 
Increase (decrease) in working capital .....................0..00055 169,772,000 (89,920,000) 
Ohi re) VAS RRs N Mh ee RH AT nN A Re Wi US RMA MMe ES Rao Ly MAN e SA! yah Bt 1,086,000 13,296,000 
$ 674,975,000 $ 384,071,000 
Cashiey Oy WD NTE BAUD CRRA ae Neo tag aie a al wees Sits karan An See Mel ey SLOT $ 55,672,000 $ (4,641,000) 
SHOFFTELrMH INVESTMENTS ous eh ey Aue I A Nach hcl i Dale ea a 32,357,000 (45,698,000) - 
Notes:and) accounts reGeivable sei ee ele a) see REG Men ih (27,818,000) 18,267,000 
INVENTORIOS) eel a sie Aer Ukr MEU SY LE RTI WY A at HR) de a ACN i 25,150,000 (2,661,000) 
WOtali\ CURTENTJASSEIS HA rcs e lel eu ece elena ah ane eee xR alain en ane Sar hae 85,361,000 (34,733,000) 
Notes; payable ti. 7aiiaee i hii ae aa Ui es tor a ae 1 as) Ary Uae aed a A ae (15,089,000) 11,017,000 
Accounts payable jis care wear tien ae nS Ret Ih ei tae Wakes on tates Leal Me inet (10,765,000) 18,252,000 
Long-term debt due within one year ............. 0.00 cee eee eee eee (53,907,000) 30,183,000 
Accrued :taxes: and*otheraccruals cidade brute e Places Recthed eel iil ge (4,650,000) (4,265,000) 
‘Total current Haiwtiess usin quctepe nity RL mene ye Nene i nalTa (84,411,000) 55,187,000 
Increase (decrease) in working capital ............... 002.000 eee e eee $ 169,772,000 $ (89,920,000) 
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SOURCE 


APPLICATION 


WORKING 
CAPITAL 
CHANGES 


*Restated. See Note 1. 


**In addition, taxes of $269,000,000 in 1971 and $252,000,000 in 1970 were collected on 
the sale of petroleum products and paid to taxing agencies. 


NOTES TO FINANCIAL STATEMENTS 


NOTE 1—ACCOUNTING POLICIES 


Principles of Consolidation—The consolidated statements 
include the accounts of companies owned more than 50%. 
Current assets and liabilities recorded in foreign curren- 
cies are translated into dollars at exchange rates in effect 
at year-end. All other foreign assets and liabilities, in gen- 
eral, are translated at exchange rates in effect when ac- 
quired or incurred. Exchange differences, which are not 
material, arising from these procedures are reflected in 
income. 


Inventories—Crude oil and petroleum products are priced 
substantially at cost, which is lower than market in the ag- 
gregate, calculated mainly by the last-in, first-out method 
with crude oil on an annual basis and refined products, 
chemicals, and natural gasoline products on a monthly 
basis. Materials and supplies are priced at average cost or 
replacement cost, with allowance for condition of used 
material. 


Investments—On January 1, 1971, the Company adopted 
the equity method of accounting retroactively for invest- 
ments in companies owned 20% to 50%, inclusive, and in 
joint-venture type companies, as recommended by. Ac- 
counting Principles Board Opinion No. 18. This change in 
accounting policy added $8,516,000 (11.4¢ a share) to 1971 
net income. The 1970 financial statements have been re- 
‘stated to reflect this new policy and, accordingly, income 
before extraordinary item for that year has been increased 
$2,825,000 (3.8¢ a share), net income has been decreased 
$6,045,000 (8.2¢ a share), and earnings employed in the 
business at beginning of year has been increased 
$16,642,000 (after applicable income taxes of $3,465,000). 
The reduction in 1970 net income occurred because the 
$8,870,000 profit on sale of a security investment reflected 
as an extraordinary item is associated, under equity ac- 
counting, with the years in which the income was earned. 


Investments in other companies are carried at cost. 


Depreciation—Depreciation of properties, plants, and 
equipment subject thereto, is determined by the group 
straight-line method, individual unit straight-line method, 
and the unit of production method, applying the method 
considered most appropriate for each type of property. 


Depletion—Leasehold costs of producing properties and 
the intangible development costs of productive wells are 
amortized on the unit of production method based on esti- 
mated recoverable oil and gas reserves. Dry hole costs are 
charged against income. 


' Undeveloped Leases—Leasehold costs of undeveloped oil 
and gas properties are capitalized, and that portion of the 
cost applicable to properties which it is estimated will be 
surrendered is amortized over the estimated holding period. 


Property Dispositions—When complete units of depreci- 
able property are retired or are sold for continued use, 
reserves are reduced by the applicable amounts and any 
profit or loss is credited or charged to income. When less 


than complete units of depreciable property are retired 
or disposed of the difference between asset cost and 
salvage value is charged or credited to the reserve for 
depreciation. 


Maintenance and Repairs—Minor renewals and replace- 
ments are charged against income. Major renewals and 
replacements are charged to property accounts. 


Research and Development Expenses—Research and 
development expenses are charged against income as 
incurred. 


Investment Tax Credits—Investment tax credits are applied 
as a reduction of the provision for income taxes in the 
years used. 


NOTE 2—INVESTMENTS 

Refer to Note 1 for a change in accounting for certain in- 
vestments. The most significant of these investments is 
10,326,321 shares of the common stock of Pacific Petro- 
leums Ltd. (‘Pacific’), representing 48.57% of the total 
shares outstanding. These securities had a carrying value 
of $151,069,000 and a quoted market value of $320,116,000 
at December 31, 1971, which does not purport to be real- 
izable value. At the same date, net assets of Pacific in 
Canadian dollars amounted to $296,071,000, which con- 
sists of current assets $29,554,000, net property, plant and 
equipment $382,622,000, investments $22,971,000, other 
assets $3,657,000, current liabilities $23,947,000, and long- 
term debt $118,786,000. Earnings of Pacific for 1971 in 
Canadian dollars were $22,084,000, exclusive of deferred 
income taxes of $2,200,000 on depreciable assets. 


NOTE 3—PROPERTIES, PLANTS, AND EQUIPMENT 
The Company’s investment in properties, plants, and equip- 
ment is summarized as follows: 


December 31 
1971 1970 


PROMUCTIOMN SOT ees talent Winkie al Ry ene $1,796,344,000 $1,749,487,000 
Mansa ctuninenneie se wucy sae ssatiacie Wane Gidetae © 1,284 637,000 1,229,673,000 
WEANSDOMAUONE cist en OM stare tek ee 276,106,000 279,742,000 
Marketing eirciec et) avin Nariel aay 326,519,000 337,556,000 
SLUTS Gey AGS AS RR Oa RMR ROO a ED ant FEAL 95,888,000 96,369,000 

3,779,494,000 3,692,827 ,000 


1,842,303,000 
$1,850,524,000 


Less depreciation, depletion, and amortization.. 1,941,457,000 
$1,838,037,000 


NOTE 4—LONG-TERM DEBT 
Long-term debt due after one year at December 31, 1971, 
consists of the following: 


Pave Depentunes: Dues 200 Tere ee tae cer ctsid ens to Waters eigiei late $200,000,000 
6% Guaranteed Sinking Fund Debentures Due 1981.............. 20,808,000 
54% Guaranteed Swiss Bonds due 1983................... eee 13,838,000 
First Mortgage and Leasehold 3% Sinking Fund Bonds due 1973-1975 — 1,440,000 
Notes payable to banks, insurance companies, and others: 

J PLO AUS ONT WAC (SED Ms LY Dua eh ware Wy aR GICLEE oe 110,489,000 

IN RLS RU AR Sy erento fish Ue) AogalbS 12) rae CUA ON A a RR ED AE 357,563,000 

BEKO OG AUB OV S= L9Bt es ens caren cats vs taieild ae ae are Bee Lie 62,072,000 
PUNCH aSe ON OAtONSE me. wikov ata as AUR ge Wieliey aie MeN alnsiaicis bis aie ete 33,981,000 
ROL Ala Gphe tiae cre netsh nEU ea ceetig rmaiaealy taimetn chevy Protec Bysteseie ste $800,191,000 
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Arrangements existed at year end for a subsidiary to bor- 
row an additional $30,307,000 to finance its portion of the 
development of a new oil field in the North Sea. Repay- 
ments of such loans would commence in June 1973 and 
continue through 1981. 


NOTE 5—INCOME TAXES 

The provision for income taxes includes an increase of 
$5,750,000 in 1971 and a decrease of $2,496,000 in 1970 
for deferred income taxes, and reductions of $2,838,000 in 
1971 and $1,910,000 in 1970 for investment tax credits. 


NOTE 6—COMMON STOCK 

The Company’s restricted stock option plan was terminated 
December 31, 1963, except for the options then outstand- 
ing. Options to purchase 151,709 shares were outstanding 
to 403 key employees at January 1, 1971. During the year, 
options for 65,639 shares were exercised for an aggregate 
of $1,858,000 and options for 1,260 shares were cancelled. 
At December 31, 1971, options expiring in 1972 and 1973 
were outstanding to 257 key employees to purchase 84,810 
shares at an average price of $27.55. All of these options 
are exercisable. 


At January 1, 1971, options for 52,760 shares of treasury 
stock were also outstanding to 11 individuals at an average 
price of $26.42 a share. These options, granted in connec- 
tion with the acquisition of various corporations, became 
exercisable in cumulative installments beginning in 1964 
and expire in 1972 and 1973. During 1971, options for 1,400 
shares were exercised. 


Capital in excess of par value of common stock was in- 
creased during 1971 by $3,936,000 resulting from the exer- 
cise of stock options and the sale or exchange of 610,673 
shares of treasury stock. 


NOTE 7—COMMITMENTS AND CONTINGENT LIABILITIES 

At December 31, 1971, the Company had leases expiring 
more than three years from that date covering bulk and 
service stations, tank cars, office space, and other facili- 
ties. The minimum rentals payable under these leases for 
each of the next five years are estimated as follows: 1972— 
$48,600,000; 1973—$48,600,000; 1974—$48,600,000; 1975 
— $47,800,000; 1976—$46,600,000. Rental income from 
such stations subleased and mileage income on such 
leased tank cars are estimated at $25,100,000 for 1972 and 
are not expected to differ significantly through 1976. 


At December 31, 1971, the Company was contingently lia- 
ble for $127,336,000 of obligations of other companies. In 
addition, the Company has contingent liabilities with re- 
spect to claims and commitments arising from agreements 
with pipeline companies in which it holds stock interests 
whereby it may be required to provide such companies 
with additional funds through advances against future 
charges for transportation of crude oil or petroleum prod- 
ucts. A number of suits are also pending in various courts 
in which the parent company or a subsidiary appears as 
plaintiff or defendant, including a federal anti-trust pro- 
ceeding which seeks to force divestiture of the properties 
acquired from Tidewater Oil Company on July 14, 1966. 
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While it is impossible to estimate the ultimate liability in 
respect to contingent liabilities, the Company is of the 
opinion that the aggregate amount of such liabilities for 
which adequate provision has not been made is not sig- 
nificant in relation to total consolidated assets. 


NOTE 8—RETIREMENT INCOME PLANS 

The parent company and its subsidiaries have retirement 
plans covering substantially all of their employees. These 
plans are being funded based on pension costs accrued 
as determined by actuarial studies. Charges to income for 
such plans were $15,495,000 for 1971 and $13,121,000 for 
1970. 


During the year the principal retirement plan was revised 
to provide additional benefits, lower employee costs, and 


automatic participation on a noncontributory basis for em- : 


ployees after one year of recognized continuous service, 
with optional participation on a contributory basis. These 
changes will result in an estimated increase in annual 
Company contributions of $3,200,000. 


NOTE 9—FOREIGN 

The balance sheets include net assets applicable to opera- 
tions in foreign countries in the approximate amounts of 
$532,298,000 for 1971 and $490,331 ,000 for 1970. 


REPORT OF CERTIFIED PUBLIC ACCOUNTANTS 


The Board of Directors, 
Phillips Petroleum Company: 


We have examined the accompanying consolidated bal- 
ance sheet of Phillips Petroleum Company at December 
31, 1971 and the related consolidated statements of income 
and earnings employed in the business and source and 
application of funds for the year then ended. Our exam- 
ination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests of 
the accounting records and such other auditing procedures 
as we Considered necessary in the circumstances. We have 
previously reported on the financial statements for 1970 
under date of February 4, 1971. The accompanying fi- 
nancial statements for that year have been revised as 
described in Note 1. 


In our opinion, the statements mentioned above present 
fairly the consolidated financial position of Phillips Petro- 
leum Company at December 31, 1971 and 1970 and the 
consolidated results of their operations and the source and 
application of their consolidated funds for the years then 


ended, in conformity with generally accepted accounting: 


principles applied on a consistent basis during the period, 
after restatement of the prior year as explained in Note 1. 


ARTHUR YOUNG & COMPANY 
Tulsa, Oklahoma 


February 15, 1972 


. 


TEN-YEAR FINANCIAL REWIEW (dollars in millions, except per share amounts) 


1971 1970 1969 1968 1967 1966 1965 1964 1963 1962 
CONSOLIDATED BALANCE SHEETS 
AT DECEMBER 31 
Assets 
Current assets: 
Cash and short-term investments.................04% $ 225.1 137.1 187.4 135.4 147.1 176.2 93.9 89.7 113.4 87.2 
Notes and accounts receivable, less reserves.......... 382.8 410.6 392.3 388.3 351.5 303.2 219.4 192.6 183.2 171.8 
Inventories: 
Crude oil and petroleum products.................. 240.5 212.6 217.6 220.3 203.9 191.1 134.1 130.4 127.7 112.8 
OMISOS Chi ecco Lec Visits Was eek auc ea ye 18.7 21.9 24.1 21.5 24.3 27.1 biG 14.5 12.8 11.0 
Materials and supplies...............0.eeceeeeeees 36.1 Bias 31.2 29.6 30.8 31.5 25.5 22.0 23.2 22.5 
PU GUIGOME ABSOIS 2 eee sale e's 4 Pa babe esa delewe cadets 903.2 817.9 852.6 795.1 757.6 729.1 490.8 449.2 460.3 405.3 
Investments and long-term receivables, less reserves..... 391.8 361.6 383.5 332.1 317.8 311.7 309.3 278.5 247.2 230.1 
Properties, plants, and equipment, less reserves......... 1,838.0 1850.5) 846.40 17499) 1 709.75 Ob T9 0 eT 208 Fv Adsl) 1,084.6 § 1,084.5 
Prepaid and deferred charges............c.ccceeeeeeees 33.7 41.5 39.9 36.4 29.6 32.4 20.3 16.4 14.2 15.4 
ME TMASERES a ah hea le ca luted eauie donee vie wes sa LOOT BIOKS werS 12D Av) QOL BD BEA F i QFSkD OOO Me! PBT5 2) +?) 1. 806.35.) (1785.3 
Liabilities and stockholders’ equity 
Current liabilities: 
SAVING sh Sic ca dua Vienne saa caw vlabien dare at vie $\ 17.8 32.4 21.4 27.1 45.6 56.5 - _ — — 
AEEBUMES PAVANICi sah eye ols ee eieetianacaes Sabie 237.2 247.9 229.7 239.7 220.2 197.3 160.3 134.6 125.1 117.1 
Long-term debt—due within one year................ 52.2 106.1 75.9 47.1 49.9 180.9 3.5 16.9 32.1 17.0 
PRGHICU NONGS eh ides wastes sie''c ou CH ob Vntelare baie wae 102.5 114.5 119.7 87.5 86.3 102.5 59.0 53.8 67.1 50.4 
I AGCIMAIS ES at yi) o's susie cob Ua eae eile eee G 36.1 28.9 27.9 27.5 27.7 34.6 20.8 19.5 17.1 16.2 
Atel CUNTEME HADMMS 5.5103 ics ss'ed eee tiohinn tm dteee 445.3 529.8 474.6 428.9 429.7 571.8 243.6 224.8 241.4 200.7 
BONED OCDE Eis Subs ub ob bdae ee bUilagictsleded ate 800.2. 687.9 787.4 655.2 690.0 660.3 333.7 260.6 201.5 223.0 
DererrediNGOMe taxeSe. ns 8.5. Vs aks weded ease awees 63.0 57.3 59.7 68.4 70.9 62.8 86.8 81.5 73.0 60.6 
re CIPRO R CLOUNS, 1.55.0: cio ceeamon Sok cess ba eb tie 41.8 36.3 51.7 63.5 61.2 46.7 45.6 43.9 32.1 30.6 
Reserve HOTAEOHMMOCHCIES farsi w'ciare caheianinsiuiar bile taut 60.7 57.4 50.5 45.2 27.6 29.9 24.2 22.2 19.8 15.1 
‘Minority interest in consolidated subsidiaries............ 6.5 9.9 21.1 15.6 15.9 11.9 _ _ — —_ 
Stockholders’ equity : 
Common stock, $2.50 par value........... ccc cee ee eee 190.5 190.3 190.3 189.7 179.6 173.2 172.3 172.0 172.0 172.0 
Capital in excess of par value of common stock........ 437.2 433.3 433.3 427.4 329.2 271.9 264.2 261.6 261.0 288.1 
Earnings employed in the business................0++ 160-9 D025 4 0 Oa SL O76:5: 1,067.9 961.1 918.2 859.0 811.8 747.3 
P7886; 0 V7AS OP TSAO 1093.6 Sl 576. TA0G2 i 1 354.7, 6 1292.60.31 244.8 8.120724 
BOSSHULCASUEVSLOCK icin ccicerseuiayleldcien ecweulell's as eid 39.4 56.1 56.6 56.9 57.3 58.5 59.5 50.4 6.3 201 
MOrAD StOCKNOIELS EQUITY 615. oe fence seks bos eae EFAS OE BIA i LB es LOSGeee i LOLA Li GAL ST hs T2952) 6) oh 242.2) 0 123805.) 9 1205.3 
Total liabilities and stockholders’ equity................ SIGN R OREN: Ktoula een OLe Bir 214 Pee 2 Aoki eed vy L BPD 2 ve LR06.3 . |, 1 735.3 
Stockholders’ equity per share*.................0-0seee $ 23.40 22.86 22.66 22.18 21.79 20.08 19.41 18.56 18.07 17.55 
CONSOLIDATED STATEMENTS OF 
_ PROPERTIES, PLANTS, AND EQUIPMENT 
Gross investment 
PROMUBHONGe cio eet ura cn dun clk Meck meme etal $1,796.4 1,749.5 1,729.6 1,587.8. 1,495.9 1,460.6 1,390.7 1,342.8 1,279.7. 1,257.4 
Ra ACTULIN Cro eas emma a UU ene a POCA B 22S Atos ede 8) 8 065.2 967.6 669.9 629.5 592.1 515.5 
PABSPOULATION sade Plats enn nape es Lieto te Salas bas Neale ih di 276.1 279.7 278.6 276.1 271.6 272.2 195.3 191.5 178.0 164.1 
PAST ech eM NaN ate aloha dh ateiacs ee acalareitia oO ek VANE 326.5 337.0 329.7 323.4 346.9 347.7 188.4 168.6 167.5 147.7 
POLL Vee tum eR RR UU e MeL Ads ue fava. big 95.9 96.4 93.1 93.4 88.4 97.2 79.8 76.6 71.8 92.3 


BEG. oN SLOOLE Ops phy Ses. ine oy 2OB.0 (1), SLO.) Oe4 Ly)! 2,409.0"! 12.2890) 2177.0 


Net investment 


 Production........ C1), EU TS AP RCI ety eee $ 756.7 743.2 745.5 651.3 998.4 093:3 600.8 557.5 929.7 564.5 
PEANUT ACKUTNIE cp eine whiia twee SMELLS eldlasa Mets’, kaa) Mele 684.8 682.9 668.9 660.2 644.0 967.9 323.7 304.4 292.9 273.6 
FONSPOLEAUON GS Juke oniahe ver omuls urdias a'ahoklcinly Viste bis ale f dik 125.6 135.2 142.8 146.9 150.9 161.2 101.5 103.5 96.0 87.8 
DIAIKERE ean n MOU Lats ts elle aS be Gute naralee nad b 221.2 237.5 237.8 238.0 265.6 274.4 137.0 122.2 125.5 108.2 
JAG ADEE CET UNVOUGiieg A Eee RAR 49.7 91.7 51.4 93.5 90.8 61.1 45.7 43.5 40.5 50.4 


1,338.0). \1:860.5 59 1846.4." '1)749.9 9 1,709.7). 1,657.9. 1,208.7) 4,137.1 1,084.6.’ 1,084.5. 


*Adjusted for two-for-one stock split in 1969. 


Note—Financial data for 1970, 1969, 1968 and 1967 have been restated to reflect the adoption of 
equity accounting for investments (see Note 1 to financial statements). 23 


CONSOLIDATED STATEMENTS OF INCOME 


Gross operating revenues: 


Petroleum: products vase vee RM wenn 
Chemicals, fibers, and fabricated products............ 
Orie: Oe es eRe Nak NS ache Hans rent Sipe Ge 
Natural gas (including helium)..................000- 
Other'sales;and/Servicess tenis bcuseae elas 
Total gross operating revenues. .......... cece e eee e eee 


Other revenues (including equity in earnings of 


non-consolidated companies).............ceecececees 
Total: reventies es. eec ees cess See res Rehr haves 
Cost of Salesiand:SenviceSsie sv Sik ce sins coacclewiserl alte 
Selling, general, and administrative expense............ 
Depreciation, depletion, amortization, and retirements.... 
Taxes other than income taxeS............ceceeeeeeees 
Interest and expense on indebtedness...............+2- 
Provision for. incomeitaxes. (325) b case eae Vintiae ae 
Total:costs, andiexpensess ii ewie haya sem ewh ce sataey 
Income before extraordinary items..................00- 
Extraordinarycitemsic Hise seaaietisctitale suite gavel uae. 
Net iNCOMOL cur craie mamta Lures REALE Mme nM Tethys 


Per average share outstanding :»* 


Income before extraordinary items.................4% 
Net income! tara i Uchrs rae Nene gota on ran ad 


Dividendsiper, Sharer user en milan nace etm c nt saa 


Percent of total revenues from outside U. S.............. 


CONSOLIDATED STATEMENTS OF SOURCE 
AND APPLICATION OF FUNDS 


Source 


Income before extraordinary items..............0.0eeee 
Depreciation, depletion, amortization, and retirements... 
Deferred income: taxesss issu w sone vo irae vues 


Other (including equity in undistributed earnings of non- 
consolidated companies).2 000. cee ey ee ad 


Funds: fromoperations:) ic sary chee ede ov Guan 
Kong-term debt) ig oiuia ee ela a ea etc) 
Property sales and retirements (including extraordinary 


Sales of investments (including extraordinary items)... .. 
Capital stock so aire ith aera CU at mie Rae ei 


Application 
Capital expenditures: 


Productions asic eleliesasae RRA a Aetna ta nent an 


Total capital expenditures)... sos se aces ods 
Investments and long-term receivables..............0.- 
Reduction in long-term debt..............ceceuceeceees 
Gash’ dividends: se pada Cet a tas Gea er free 


*Adjusted for two-for-one stock split in 1969. 


Note—Financial data for 1970, 1969, 1968 and 1967 have been restated to reflect the adoption of 
equity accounting for investments (see Note 1 to financial statements). 
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1971 1970 1969 1968 1967 1966 1965 1964 1963 1962 
$1,188.2 1,146.2 1,067.8 1,044.2 9990 8687 6823 6395 6408 625.4 
A950. APRA AFAT MMS Te B9R2 6 BORD.) 3087.5) 971 0) ok pea 
320.8 9), 293.2) .°) 388.008. S004 0) B76G 2588 O13 Teg> rk aaa ane 
169.3) °° 165.2. 187.8) 133.8.) 9375. 999.9! 1228). 116.6) ee 
199.9 49130) ABB) R88 170.0) 150, ae 1928 
2,363.2 2,273.1 2,202.0 21069 1,981.6 1,7603 1,450.7 1,341.5 1,335.1 1,244.6 
49.1 38.2 30.0 20.3 317 24.1 14.0 11.3 21.5 16.4 
2412.3, 23113 2.2320. 21202 20183 11,7844. 14647 13528 «1,956.6 aoe 
1,615.3: 1,541.2 ° 1486.7, 1404 9 12761.) Wied) 9048.9 ergo 8 eee 
288.3. >) 288.0. 270.5. \267.9 2059! 293.8. 166.9 |) 1544.0) beeen 
201.3... 1984. 195.) © 1870) aon 8 abs 40 9) gh pee 
59.7 57.6 53.8 51.8 49.3 42.3 33.7 31.7 32.1 29.1 
62.6 54.2 49.6 40.5 43.0 32.0 15.0 10.7 10.6 10.4 
52.8 52.0 46.2 427 64.4 65.2 38.2 37.2 58.1 51.4 
2,280.0 2,191.4 2,101.9 2,000.3 18488 1,646.0 1,337.0 1,237.8 1,2485  1,1540 
1323. 119.9, 130.0, 9969.0.) 9645 Ss 138.4 | 197 
Le) (8.7) uf 6.9 vi 71 wy a 8.4 ae 
132300 TMQ 800 1888 ASRS eT ee en 
$ 1.78 1.62 1.76 1.74 2.38 2.07 1.91 1.73 1.58 1.56 
ana yf 1.50 1.76 1.83 2.38 2.18 1.91 1.73 1.71 1.56 
$ 1,30 1.30 1,30 V2 OL tO 1.02% 1.00 99 92% 
17.4 13.4 12.2 11.1 9.3 8.9 9.0 7.1 6.7 6.8 
$132.3") 119.9). TBO 6g BR 198.4) 1a Ao) a 
201.3.) (198.49 195.0 87.0.0 WOT 9581) 140.9.) 10h Be 
57 (2.5) (8.7) 6.6 25 (1.4) 5.4 8.5 11.8 12.9 
(6.6) 8 9 (3.0) 2.4 8.7 73 23 5.2 4.3 
332.7. S166! 178 HU BERS 33905 2038); 12819 1), | Oat hh Conan 
257.0 10.0) 2m ie NS ROH) Gee T3031 a0 77.6 59.6 4 8 
43.7 31.1 27.1 47.9 55.3. 14.7 8.0 7.9 23.8 24.4 
14.3 23.1 5.3 32.9 19.7 19.6 4.9 18.9 93.8 2.4 
20.8 5 6:8) 0087 64.9 9.6 (6.2). 43.5) 1 (8.0 ras 
6.5 2.8 11.8 8.0 22.2 7 1.6 11.9 2.0 iH 
675.0:'.:. 3841 S793”, 1667.0) “6377, | 780.4) Uaenh2)) S064. WuSTL OO ty ane 
$7 1493) 1323050 OO INE IER OH SBO ho bad sere IODA 80.7 100.3 
58.3 74.5 77.8 B50) 936.3)))\,°230.9 50.5 44.8 25.5 17.5 
7.8 6.2 6.5 8.5 1.3 68.6 5.3 14.4 13.8 77 
11.3 20.7 21.8 17.4 19.1 125.6 26.3 20.9 27.6 26.5 
43 5.7 3.2 6.7 5.6 18.6 55 55 8.9 4.3 
2750-1 230.4.) (S166 O8ORP,") e798. )/ TIO.) Pies. 4 950 ony eee an hae 
37.7 15.5 60.5 46.1 (46) 47.6 34.5 34.9 76.7 52.9 
144.7 109.5 788 186.8 1064 1858 45 6 30.4 20.7 
96.8 96.3 96.2 92.7 81.1 73.5 68.6 67.8 68.9 63.6 
TED TNee Bao OEE 383) / 4 170.8: | C122. syaen 1228 5.5 37.6 (15.2) 
11 13.3 15.4 13.9 4.4 16.1 4.4 2.6 1.8 13 
675.0 3841 5793 6670 6377 7804 367.2 3064 3719 2796 


1971 1970 1969 1968 1967 1966 1965 1964 1963 1962 


REVENUES FROM CHEMICALS, FIBERS, 
AND FABRICATED PRODUCTS 


Plastic feedstocks and resins.......... 00.0 ccccsiceeees $ 768 84.4 85.3 72.9 61.5 56.7 45.7 37.1 40.2 45.5 
MeObeUCNETUCAIS Ck cuit uly cee bar de hp ee 84.7 73.9 71.4 71.1 60.0 62.9 59.0 58.9 58.1 68.7 
(ET CULE? aR AYIA AE il ta oo a a ar 90.9 71.8 69.3 67.5 74.1 82.6 59.7 50.2 43.0 42.4 
Pannicate DICAUEIS HS Conc e Ubu i aan Geely Vlg fs 89.3 96.3 97.1 104.9 105.8 90.5 85.7 76.5 81.7 — 
RE MAPEIGMUEN SYS he hag Kalvin abl ict d cial Hla Maden « 70.2 57.6 59.3 50.1 31.8 7.0 _ — — a 
RPT BLOUCES, CASES 01S cl Ne) ier a Be 83.1 G3:2 90.3 80.1 65.0 57.5 56.6 48.5 44.4 44,9 


OTHER DATA 

Shares outstanding at year end—thousands*............ 74,74) 74,062 74,041 73,776 69,717 67,118 66,739 66,929 68,551 68,695 
Number of stockholders at year end............. eidiiese t 166,012 172,979 157,052 145,665 139,670 139,224 137,739 . 137,589. 130,324 128,882 
Total payroll including employee benefits............... $ 352.8 335.0 326.8 328.9 312.3 281.8 248.9 237.6 233.9 119.6 
Number of employees at year end.................005. 33,280 32,208 32,660 35,359 35,724 34,667 29,873 28,298 27,816 25,648 


*Adjusted for two-for-one stock split in 1969. 


TEN-YEAR OPERATING REVIEW 
Pea oe 


NET PRODUCTION OF LIQUID RAW 
MATERIALS—thousands of barrels daily 


Crude Oil 

United States 
‘fies SUNS UR SR EN aR Ue 54.9 54.6 51.8 53.7 54.4 52.8 51.5 52.6 54.4 53.7 
BP SAU a eee se Nokia ahr SR Ns 24.8 29.6 28.1 29.3 28.3 24.9 18.7 14.7 12.4 10.4 
CELE) 61 TINE Or URE Une SCCM Ie Ba We ht 15.6 15.5 16.2 177, 20.0 22.4 23.7 23.9 23.3 23.1 
NeWVCKIEG re cise awe) Ret aN ne 9.8 10.4 10.3 10.3 10.1 10.3 9.2 8.8 7.8 7.2 
ico MOSER AA ES RUS Aa DEC Won FSS 00” DAU 5.5 5.6 6.9 8.9 3.9 2 ~ — _ — 
VORTIED iad UL end hie ARSC Tab 3.7 6.3 6.2 3.6 3.3 2.6 23 2.2 2.3 2.4 
AES CEBU SIA Sle I OeMeR LA GENE AOAC CCE RD 3.0 Shak 3.4 40 3.1 1.8 15 1.9 3.3 3.6 
OLUOLISIAIES Cy raince, Ose hey Caen SUCAUAEC Eda 12.8 13.6 14,7 12.4 es 12.9 13.4 14.0 14.6 14.2 


UOT RE UE A a SRE AO) SRO RUG AR a 13.1 12.2 10.4 9.7 9.0 8.3 7.9 8.0 Taf 5.6 
PAU ATRCRICA Goh alate eNO Ain AMOR ULLAL 20.2 21.3 22.0 26.4 34.0 36.1 34.8 30.6 33.7 34.3 
MIGRIP EASON Ne eee Dake y PRY RE SUMO Kae 14.0 34.4 35.3 32.0 33.0 37.2 39.7 40.3 38.4 36.3 
ARCA n isa tiah eats naa y eure teakie flay MORIA AuEeG jv) Hee 25.5 20.0 40.0 30.1 25.4 23.1 5.6 Ugl - 
PORE CROKE Oc SUA ALY OL ANC SA aM UE A IGN 2.3 _ — — _ _ _ _— a om 
75.1 87.9 107.7 98.2 101.4 104.7 88.0 80.0 79.8 76.2 

OtAt ers ON UA ee 80) Pepe ae Ue Oui hd 205.2 226.8 245.3 238.1 236.2 232.6 208.3 198.1 197.9 190.8 


Natural Gas Liquids 


Piited) SIAIGE. FSA ura wah aA eR aiiey Uaenee ie Cie 135.4 131.8 130.3 138.7 132.1 125.2 121.4 114.2 112.0 106.3 
Eada ut hei aaky ui Wilkie MEE ig Sag YB 12.8 12.9 11.2 8.9 8.9 8.4 8.0 3.9 ‘3 2 
RAPDOMIPE Davin SuO TMC Wadia, Bool Ut Buc mia TU tn! 2.6 2.2 1.1 ey 1.2 1.2 1.4 1.4 LS 1.6 
SULT NL SCE ri RS A Ate MOR SECIS NTA 2 ye _ — ea Fi Re ot oa rz 
NGtal natural gas Wiquitis es tegen ati ak A 2 151.0 147.1 142.6 148.8 142.2 134.8 130.8 119.5 113.8 108.1 
POCA MMMM es endo tian caging lal uals 356.2 373.9 387.9 386.9 378.4 367.4 339.1 317.6 311.7 298.9 


Note—Operating data for 1967 through 1971 includes operating results, in proportion to the Company’s stock interests, of non-consolidated companies 
owned 20% or more. Data prior to 1967 includes the Company’s interest in such companies owned one-third or more. 
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NET NATURAL GAS PRODUCTION— 
millions of cubic feet daily 


Uiited States aes ae an 


WELL COMPLETIONS—Net 


United States—Exploratory..............0.ec eee eee 
Developments 20. sas eend. ew sane 

Outside United States—Exploratory.........0........ 
—Development................. 


OIL AND GAS WELLS—Net 


NET OIL AND GAS ACREAGE—thousands of acres 


United Statesuerr or maa tlic aes REMC Lin 


REFINERY RUNS—thousands of barreis daily 


United: States—Crude oils aoa 
—Natural gas liquids................00% 
Outside United States—All liquids................0- 


REFINERY CAPACITY—thousands of barrels daily 


United States—Crude Oil. ......... cece eee cee eee eee 
—Natural gas liquids..................- 
Outside United States—All liquids................... 


PETROLEUM PRODUCTS SOLD—thousands of barrels daily 


United States 


Automotive: gasoline). coyeuie caret ye 
Aviation. fiels io Air cia cites UU ci hlaaht ei une eters 
Distillates—including kerosene................-.-- 
Liquefied petroleum gaseS.........scecececeeeeers 
OUDSEIDFOGUCIS Ais OTR TAS ae ad, EU nha Barden na 


Note—Operating data for 1967 through 1971 includes operating results, in proportion to the Company’s stock interests, of non-consolidated companies 


1971 1970 1969 1968 1967 1966 1965 1964 1963 
1,566 1,591 1,436 1,429 1,460 1,397 1,330 1,336 1,329 
179 179 155 127 116 96 87 79 69 
41 48 33 u . i is ud a 
58 AUS itil tals Babs LAS MR AN UM ROMS R LE aha By 62 
1,844 1,858 1,638 1,560 1,580 1,498 1,417 1,415 1,398 
21 25 24 24 17 14 40 4] 49 
70 67 118 98 80 116 202 261 252 
30 30 26 32 20 30 2. 18 20 
39 14 19 27 CRs SAO nme 
160 136 187 181 145 223 315 352 349 
6,004 6,316 6,457 6,387 6,590 6,808 6,873 6,879 6,790 
1,936 1,964 1,997 1,961 1,953 1,946 1,921 1,882 1,821 
850 829 974 955 1,061 1,033 837 838 823 
8,790 9,109 9428 9,303 9,604 9,787 9631 9/599 9,434 
5,382 5,275 4,728 4618 4,333 4,666 4,995 5,030 5,050 
6,507 6,273 5,862 4600 3,563 3,476 2,808 2,349 2,150 
696 3,186 4.895 5,008 1,910 2,259 1,934 1,502 1,908 
1,227 1,424 1,394 1375 1,238 1,234 1,231 355 1,510 
8,403 9,009 13,860 16,999 18,398 20,739 18,797 18,109 19,314 
13,852 13,852 12,762 12,787 2,102 638 638 311 311 
38,852 47,106 57,627 40,000 _ — _ — _ 
6,272 7,290 9,290 10,833 16,978 26,690 24,383 19,164 22,600 
81,191 93,415 110,418 = 96,220 = 48,522 59,702 = 34,786 = 46,820 52,843 
371 364 359 356 335 292 249 248 241 
157 162 158 159 162 159 156 156 148 
77 93 86) CBE Dae 58 38 Son ago 
605 619i 602) VTP S65) 509, ) MMB AE Mae STB 
398 398 390 390 410 410 289 289 289 
165 165 165 165 165 165 160 160 160 
100 100 148 147 97 119 56 46 44 
B63.) 1) OBE is 08. 102 672 BO) 905). ASD) > 49S 
311 314 294 279 252 222 188 183 175 
27 35 38 36 36 25 21 25 29 
98 106 109 120 111 97 92 88 92 
106 114 107 106 124 135 126 120 122 
4] ae 48 44 43 38 30 31 26 
583 616 596 585 566 517 457 447 444 
141 131 132 114 33 65 TUDES OF Dhieke 
724 747 728 ne 699 649 582 498 484 471 
24,562 25,536 25,914 26,155 26,513 27,240 23,677 23,520 23,662 


owned 20% or more. Data prior to 1967 includes the Company’s interest in such companies owned one-third or more. 
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1962 


PRINCIPAL SUBSIDIARIES AND AFFILIATES 


include the following: 


FIBERS INTERNATIONAL CORPORATION 

PACIFIC PETROLEUMS LTD. 

PETROCHIM 

PHILLIPS FIBERS CORPORATION 

PHILLIPS PIPE LINE COMPANY 

PHILLIPS PUERTO RICO CORE INC. 
PHILTANKERS, INC. 

PHILLIPS PETROLEUM COMPANY EUROPE-AFRICA 


OFFICES 
PRINCIPAL OFFICES 


Bartlesville, Oklahoma 74004 
80 Broadway, New York, New York 10005 
306 South State Street, Dover, Delaware 19901 


STOCK TRANSFER OFFICES 


Phillips Petroleum Company 
80 Broadway, New York, New York 10005 


Phillips Petroleum Company 
15 Exchange Place 
Jersey City, New Jersey 07302 


Montreal Trust Company 
15 King Street West 
Toronto 1, Ontario, Canada 


REGISTRARS 


Manufacturers Hanover Trust Company 
40 Wall Street 
New York, New York 10005 


Canada Permanent Trust Company 
1901 Yonge Street 
Toronto 7, Ontario, Canada 


a a NE 


ANNUAL STOCKHOLDERS MEETING 

The 1972 Annual Meeting of Stockholders will be held Tuesday, April 25, at 10 a.m., 
in the Adams Building at the Company’s Bartlesville, Oklahoma, headquarters. 
Proxies for this meeting will be requested when the official Notice, 


Proxy Statement, and Proxy form are mailed to stockholders about March 27, 1972. 
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DIRECTORS 


Clark M. Clifford, senior partner in law firm of 
Clifford, Warnke, Glass, Mcllwain & Finney, 
Washington, D. C. 


Wm. C. Douce,* Executive Vice President and 
Chairman of the Executive Committee 


W. C. Hewitt,* Executive Vice President and 
Chairman of the Planning and Budget Committee 


John M. Houchin,* Deputy Chairman of the Board 
of Directors and deputy chief executive officer 


W. W. Keeler,* Chairman of the Board of Directors 
and chief executive officer 


C. M. Kittrell,* Senior Vice President 

W. F. Martin,* President 

A. F. Mayne, President of A. F. Mayne & 
Associates Limited, financial and business 
consultants, Montreal, Quebec, Canada 


Lloyd G. Minter,* Vice President and 
General Counsel 


William Piel, Jr., partner in law firm of 
Sullivan & Cromwell, New York, New York 


W. A. Roberts,* Executive Vice President 


Robert N. Sears, Vice President and 
Assistant Secretary 


William I. Spencer, President and chief 
administrative officer of First National City 
Corporation, a financial institution, 

New York, New York 


W. Clarke Wescoe, Executive Vice President 


and Director of Sterling Drug Inc., 
New York, New York 


*Member Executive Committee 
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OFFICERS 


W. W. Keeler, Chairman of the Board of Directors - 


and chief executive officer 


John M. Houchin, Deputy Chairman of the Board 
of Directors and deputy chief executive officer 


W. F. Martin, President 


W. C. Hewitt, Executive Vice President and 
Chairman of the Planning and Budget Committee 


Wm. C. Douce, Executive Vice President and 
Chairman of the Executive Committee 


W. A. Roberts, Executive Vice President 
C. M. Kittrell, Senior Vice President 


Lloyd G. Minter, Vice President and 
General Counsel 


Robert N. Sears, Vice President and 
Assistant Secretary 


O. W. Armstrong, Vice President and Treasurer 


P. M. Arnold, Vice President Research and 
Development 


Geo. F. L. Bishop, Vice President Manufacturing 


H. D. Brookby, Vice President and Chairman 
of the Operating Committee 


LeRoy Culbertson, Vice President Gas and 
Gas Liquids 


John E. Harris, Jr., Vice President Supply and 
Transportation 


L. H. Johnstone, Vice President Chemical 
G. J. Morrison, Vice President Marketing 


K. W. Rugh, Vice President Advertising and 
Public Relations 


Carstens Slack, Vice President Washington Office 


Jack Tarner, Vice President Exploration and 
Production 


W. R. Thomas, Vice President Employee Relations 
H. D. Trotter, Vice President Engineering 

Edwin Van den Bark, Vice President International 
Harvey W. Thompson, Secretary 


H. B. Stead, Comptroller 


Kenneth Heady, Associate General Counsel 
W. G. Angel, Secretary of the Executive Committee 
Glenn A. Cox, Senior Assistant Treasurer 
J. L. Adams, Assistant Treasurer 

R. E. Bonnell, Assistant Treasurer 

M. E. Kissell, Assistant Treasurer 

E. J. Brown, Assistant Secretary 

Lee W. Stone, Assistant Secretary 

Joe W. Zeman, Assistant Secretary 

J.R. Akright, Assistant Comptroller 

T. C. Heritage, Assistant Comptroller 

H. D. Powell, Assistant Comptroller 


J.H. Simmons, Assistant Comptroller 


OTHER EXECUTIVES 
M. L. Collins, Manager Tax, Insurance, and Claims 
Kieffer Davis, M.D., Medical Director 


J. W. Davison, Vice Chairman of the 
Operating Committee 


M. R. Hayes, Manager General Services 
D. R. Hynes, Manager Purchasing 
Myron O. Johnson, Manager Computing 
W. R. Lusbey, Manager Aviation 

W. L. Phillips, Manager International 


DIRECTORS 


ES 


W. F. MARTIN 


WM. C. DOUCE W. A. ROBERTS 


oN 


LLOYD G. MINTER 


CLARK M. CLIFFORD 


N 


WILLIAM PIEL, JR. 


W. CLARKE WESCOE 


PHILLIPS PETROLEUM COMPANY 
BARTLESVILLE, OKLAHOMA 74004 


PHILLIPS 


LITHO IN U.S.A, 


